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Cknrlammr 

Your a p p l i c a t i a  f o ~  oxocnptlon f r a m  redoral  fncmm tax  under t h  pro- 
v i s l a a r  of sect ion 501(c)(3) of the  In t s rna l  Ibra~un Cds has hen 
c3nlsidered. 

The infoxmdcrn e u W t t o d  dircloaea that you w a n  inoorpuratd d m  tha 
*******   Noa-*%fit CarpoMtion kt on ********** *  ****, for tha purpoaa 
of c l w t f n g  a ~03paratim a t ruc tum dediuatad t o  thm .drancrmart of  
photography us an art.  On **** **** ****, you 8mand.d your Artia1.a of 
hcorpa ra t ion  to nhnr that you w r - u  h x w p r a t e d  for tho purpore of 
enco\nuging c o a p r r t i r s  and f- intemourae ascnmg phutogmphors, 
phot0graph.t~ t&, photornphy ntwlont., publirhara, and o the r  
angagad i n  photograptdo a a t f v i + ~ e a ~  t o  pavvide a r q i a t r y  i c e  p b t o -  
graphtwo; t o  hold cocrps t i t iau  and oxhibitleuu: md t o  pxwmto Lh study 
and lxqmwemmt of photography a5 an art. 

Your 4-p l i cu t im for u r r ~ p t l a n  state. that you pmvido a coop.ratlva 
struct\w f o r  photognpbra  and t h o  intereatad in photography, to 
p a r t i d p a t s  .'7 th oxpmuim and advancaprat of photomaphy an a Ut- 
ervrg m d  a m  fonu. YOL p m i d e  photographera with a p h  t o  axhibit 
their mdc and a p h a e  t o  expaad tbelr experience, h l e d g a  md in- 
t e r n s t  i n  photography aa a lf tammy and art form. Am a gall-, you I 

provide a uuetu f o r  the potat l t iql  purchaser t o  examine and contact  the 
photographer. 

I 

You lLL=o prwvide an infcmnatim emAangn, equipcmr infwrmatim cater, 
and photography clasaea f o r  tho lagismar o r  tho professional ,  and ,you ~ 
p r w i d e  se~liaam and uoc)cshop involving dtl aspect8 of pbotograpb. 

I 
!ia&ereNp is open t o  any individual  who is h t e m s t e d  i n  pranotlng I 

ptmtogaphy as an art form. HcmL mhip fass s.m $****  per you?, and an 
incbridual  mu'lt be a EmAb.r in o d e r  to oxhibit hi8 works. Your p b t o g ~ a p h y  I 

claaeee a .  opctn t o  4% general prbllc fox* a fee. 
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Exhibi t ion space i o  so ld  t o  members orll;l n t  a p r i ce  s a t  by you based on 
t h e  size of t he  exh ib i t s .  You w i l l  ptmvide personal i n v i t a t i o n 3  f o r  
your members t o  a e ~ ~ d  t o  c l i e n t s ,  frie:lcis, ctc .  i n  announcing t h e i r  
e x h i b i t s ,  an6 you w l l l  run t h e i r  op t l i no ,  taka cam of t h e i r  advertising 
and provide refi.eshmants for each evtant. Yollr mumter: nave nccess t o  
your co-op s tud io ,  canplete  with rctflnctive f la t t i ,  backdrop (B/W), 
t r i p o d ,  4-head atrcobe system, f l a s h  meter, quartz flood u n i t  and copy 
stand.  

action Sol( c )  of t h e  Codo dcacriboe c e r t a i n  orpanizatlono exelby t from 
redera1  income t a x  under ecztion SOl(n) and matis, in p a r t ,  as follows: 

"( 3)  Corporations,  fund, o r  foundation, organized ruld 
operated oxclusively f o r  r a l i p i o u s ,  cha r i t ab l e ,  a c i t m t i f i c ,  
*A* l i t e r a r y ,  o r  educat ional  pu r~o3e8 ,  o r  to  foo te r  natiorral 
or i n t e rna t iona l  amteur sportti conpat i t ion  (but  only i f  no 
part of  its ac t iv i t i e r r  lnvolvod t h e  pmvia ion  of  a t h l e t i c  
f a c i l i t i e s  o r  equipment), o r  f o r  t h e  pmvention of c r u e l t y  t o  
c h i l h n  o r  unlmds, no p a r t  of t he  ne t  earninps which inures  
t o  the bonaf i t  cf any prlvat-  .hawholder o r  individual, no 
s u b s t a n t i a l  ?a~.2 of  the  a c t i v i t i e s  of which is car ry ing  on 
prqpaganda, o r  o t h e m i s e  attempting t o  inf luence l c ~ i s l a t l o n  
(oxcopt as o t l ~ e r u i s o  provided i n  subsect ion ( h )  ) , and which 
does c o t  p a r t t c i ? a t e  i n ,  or intarvone i n  ( including t h e  
pubi ishing o r  d i s t r i % u t i n g  of s ta tements ) ,  any p o l i t i c a l  
c a t p a i ~ p  on bahalf OF any candidate f o r  publ ic  o f f i ce .  '' 

Sect ion 1.501(c) (3) -1  of the  regula t ions  provides,  i n  p a r t ,  as f o l 1 . 0 ~ 0  : 

" ( a ) ( l )  In  o N e r  t o  be cxsrn2t as an organ imt ion  doacrflad i n  
s ec t ion  501 ic ) (3 ) ,  an orgonizatinn m a t  be lo th  or*ganiwd and 
operated ~ x c l u s l v e l y  f o r  one o r  mo;- of t h e  puq~c3es spec i f i ed  
i n  such sec t ion .  If an organizat ion f a i l s  t o  m e t  e i t h e r  t h e  
o rgan iza t iona l  test o r  t he  operational t e s t ,  it is ndt exexpt." 

" (a ) i2 )  Tho tam Iexen~pX puqw\ose o r  pu.omc: , I as used ir. tNs 
s e c t i o n ,  moans any purpose o r  purposes spec i f i ed  i n  s ec t ion  
5 1 7 . 1 ( ~ ) ( 3 ) ,  :* ieflned arld el&.orated i n  pnrar:rapl> ( d l  of t h i s  
5' ',! LC,:. , 
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" ( b ) ( l ) ( i )  An or~; .~: i izat ion is organized exclusively f o r  one o r  
mre exonpt pur,?oszs crily i f  i t o  a r t i c l e s  of o rgan i za t i on  
(refamed t o  i n  t h i s  ncctirm a3 its ' a r t i c l e s ' )  as def ined i n  
subparagraph ( 2 )  o f  t h i u  parapaph: 

(a)  L i m i t  t h e  jllll ,.mses of such orp,al~lzntf  on to one 
o r  m o m  e:eamFt p u p o s e s ;  and 

(b) Do not  oxoreesly empower the  o r g w ~ i i m t i o n  t o  
onp,aRe, o t h e m i s o  than as an Lnsubatant inl  p a r t  OF its 
a c t i v i t i e s ,  i n  a c t i v i t i e s  which i n  thumselves nro no t  in 
f ~ ~ r t h c r a n c o  o f  ono o r  mom oxempt pruimses." 

" ( b ) ( l ) ( i i i )  An organ iza t ion  i a  no t  o rgan imd  r3xclusively f o r  
one o r  mom exempt pur*yoscs i f  i ts a f l i c l a s  oxpraaely empowor 
it t o  camy on,  otherwise  than as an i n s u t a t a n t i a l  pa r t  o f  Ire 
a c t i v i t i e n ,  a c t i v i t i e s  which a m  not  i n  fw the ronca  o f  one o r  
more exempt purposas, avon though such o r ~ i n i z a t i o n  is, by the 
t o m  o f  euch a r t i c l e s ,  cmn tcd  f o r  a purpoao t h a t  is no 
broader  than t h e  p u r p s e s  s p e c i f i e d  i n  aectiorr 501(c ) (3) .  *** 11 

" ( c )  (1 Prirrary a c t i v i t i e s .  An o rgan iza t ion  w i l l  be regarded 
as ' operatad exclusively' for one o r  more  exempt purposes ollly 
i f  it engages p r imar i ly  i n  a c t i a $ i t i e s  which scccnr,plioh on4 o r  
mole of such oxenpt purposes s p a c i f i e d  i l l  s e c t i o n  501(c ) ( 3 ) .  
An o ~ g a r ~ i z a t i o n  w i l l  no t  be so regar-led i f  nore  than a n  
i n s u b s t a n t i a l  p a r t  o f  it:, a c t i v i t i e s  is not i n  f ~ . r t h e r m c a  o f  
an  exempt purposl?. " 

" ( c ) ( 2 )  Dis t r i bu t i on  o f  earn in,;^. Pn o r g a n i a t i o n  is n o t  
opera ted  exc lu s ive ly  f o r  o ~ i e  o r  nom exe1;:pt purposes i f  i t s  
n e t  eart~ings in .4-  i~ whole o r  i n  p a r t  t o  t h e  b e n e f i t  of  
p r i v a t e  shareholders o r  ind iv idua l s . "  

" ( d  j t l ) ( i i )  An organ iza t ion  is no t  organizcd o r  opcrated 
exc lu s ive ly  f o r  oria ordnore  of  t h e  purwcre n r e c i f i c d  i n  
subd iv i s i on  ( 1 )  of t h i s  s u b p a r a ~ r a p h  un l e s s  it serves a pub l i c  
r a t h e r  than  s p r i v a t e  i n t e r e s t .  n u s ,  to meet t h e  requirement 
of t ! 1 ? 3  su i r i iv i s ion ,  it is necessary f o r  an or r :~r , i za t ion  t o  
est,-~: lAsl1 t ha t  it i r ,  no t  organized o r  operated f o r  the Lcncfit 
of >i.ivnt:-, interest such .IS d c s i m a t o d  i:ldlvicluals, t h c  c rbea tor  
c,r !,is :,mi' i t ,  shamho lde r s  of tile orrp?izatior;, or  persons  
cor:tr.olluC, c i imc t l y  o r  i n d i m c t l y  , 1 ;r s*~ci! p r Z v a t c  i n t e r e s t .  " 
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" ( d ) ( 3 ) ( 1 )  In Gcaeral. me t e r n  ' c d ~ c a t i o n a l ' ,  nr, used i n  
s e c t i o n  501(c) ( 3 1 , r e l a t e s  to -  

( A )  To i n o t r u c t i o r ~  o r  t r a i n i n g  elf t h c  I n d i d d u a l  f o r  
t h e  pur;~,?sc o f  improving o r  developinp: 1 1 1 3  

capnlilitiso: o r  

(b) n ~ a  i n s t r u c t i o n  o f  tho  pub l i c  on s u b j e c t s  u s e f u l  
t o  t h e  i n d i v i J u a l  and h n o f i c i n l  t o  t h e  cummunity. 

Ravenua Rulinq, 66-178, 19th-1 Cumulntivs b t ~ l l c t i i ~  130, hulrl t h a t  a 
nonprofit organ iza t ion  c r ea t ed  t o  f o s t e r  mJ develop t h e  a r t a  by sponsor ing 
a public a r t  exhibit  at  which tllu works of unknown but promising a r t i e t a  
am salectod by pan01 of q u a l i f i e d  judge6 fo r  vioving and are gr~tu i tous ly  
displayed is oxeq>t f r o m  Federa l  income t a x  under suc t i on  501(c)(3)  o f  
t h o  I n t e r n a l  Revenue Codn. Tho o r y i ~ n i z a t i o n  i n  rhia cano rjld not charve 
t h e  artist any fees for> tha p r i v i l a q ~  of hnvLnk: h i s  works dic;)lnycd; nor  
w o r e  .my o f  t h o  a r t  work5 o f f u m d  f o r  ~ a l c b  t o  the r,,iloral p\lLlic. 

itavenue Ruling 71-3'35, 1971-2 Cumulative Bu l lo t i n  22R. ho ld  that a 
coope ra t i ve  art  gallery fomnad and opera ted  by e grovlp of a r r i s t o  f o r  
t h e  pwpooe o f  e x h i b l t i r r ~  and sa!.l.ing t h e i r  works does no t  q u a l i f y  f o r  
exe ry t i on  unJer  atlet ion [iOl(c)(3) o f  t h o  Code. I n  t h i s  c a m ,  the  .qallery 
was fornod and opera ted  k~y a p u p  of a r t i s t s  f o r  the pumoaa of e x h i b i t i n g  
ar~d s e l l i ng ,  t l w i r  works. 

Revenue Ruling 76-15'1, 1976-1 Cumulative Du l l e t i n  151,  held  t h a t  ,I 

nonprofi t  orgrmizad f o m d  by a r t  pa t rons  t o  promote c o m n i t y  under- 
s tandinf .  of modem1 art t m n d s  3y s c l s c t i n s  f o r  e x h i b i t ,  a x h i b i t i n g ,  ilrld 
s e l l i n g  a r t  works o f  l o c a l  art ists ,  rota in in^ a C O ( T D ~ ~ ~ H ~ O ~ I  O n  ~ ~ 1 1 8 8  l e s s  
t han  custorwry c o ~ z w r c i a l  cllsrgee and riot s u f f i c i e n t  t o  cover tila c o s t  
of o p e r a t i ~ r g  tho galJ.ary, clws not  q u a l i r y  f o r  exemption under s e c t i o n  
501(c)(3)  of the Code. Tho o rgan i za t i on  s e l e c t s  modern a ~ t  worksof 
leal artists f o r  e x l ~ i l i t  a t  its g a l l e r y  and f o r  p o k s l t l a  3alc. The 
g a l l e ~ y  i n  open to t h e  k:eaoral public. - 
Ln t h e  case of G e t t e r  Business i 3 w - a ~  v. I I . S . ,  3?r,' ti.!:. 279 (1;~:: ) CT. G. 

-----.-- -- .--- ---. .-- -.--. 
1G50, it kds h e l d  t!~?t t'k pIYc\..nailce of s s i r ~ p l e  r~ol~cha?*!.tc!l.ii: or ilol:- 

~dl~~oti~i;.,l j.,:lr. qsv,  f : ,u l , s tant inl  !:. n-itw*c, will rrucludc! exem;tion 
J , i 9;: .!.( :-; ( .! ) , r,t?:anllcn.s of Lblc: r ! d c . r  o r  irn:,ortxnce of t r u l y  

. . 
..:,:;.3.yj :. . L,. ,,:, ! . .  .,,*t.  if^.,,,.: 2' , ,L~PiWS~S.  
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Bsaed on t h e  information preserltcd, wo hava concluded t.1-t you &re not  
organized and operated exclusfvely for sec t ion  501(c) (3)  purposes, and 
you a m  not e n t i t l e d  t o  exemption from Fe.laral income tax  under t he  
p m l s i o n  of s ec t ion  501(c)(3).  You am not organized f o r  501(c)(3) 
purpoaes since you purposes in  Art ic le  I V  of your, Ar t l c l e s  of Amendment 
are considerably broader than thosc t o  which an organizat ion described 
i n  sec t ion  501(c)(3) is r e s t r i c t e d .  Although soma of  your n c t i v i t i s s  
may be educat ional ,  euch an your photography classos, seminars, and 
workehope, you aro not  o p e ~ t e d  a x c l u i v o l y  for 901(c)(3)  purposes s inco  
t h e  photographers are baing d i m c t l y  bonefitad by tlia exhib i t  nnd s a l e  
of  f i ~ e i r  worka, w l t h  t h e  r e s u l t  t h a t  your major a c t l v i t y  i o  serving t h e  
p r i v a t e  i n t e m n t  of  those pho'iogra~jhare who oxhibi t  and s e l l  their work. 
Sincu t h e  photogroplsers r e t a i n  one hundred percent of all sales pmcsada, 
whlle only paykig you a sat  a u n t  f o r  t h e  e x l ~ i b i t a ,  auch d i m c t  b e n e f i t s  
are s u b s t a n t i a l  by any measum and your provision of thorn caru~ot  he 
dismissed as bciug m m l y  inc iden ta l  t o  your other  purpose8 and activities, 
Therefore, you are raquirod t o  f i l e  Federal income tax r e tu rns  on Fom 
1120. 

It follows, t ha re fo re ,  t h a t  contributions t o  you are not d u d ~ ~ c t i l l e  by 
donors undor sec t ion  170  of  t he  W e .  

I f  t h i s  d e t c m ~ i r ~ n t i o n  l c t t a r  becorns a f i n a l  determination, we w i l l  
no t i fy  t h e  a;)propriata  stat^ O f f i c i a l s ,  an required by aoctiun 6104(c) 
of the Code, t h a t  based on t h e  information wc have, we ar imable t o  
m c o p i z e  you as an organizat ion of  t he  t m e  described ix4 Code sec t ion  
501(c)(3). 

If you do not agree with theso cor~clusions,  you m y ,  within 30 days from 
t h e  da te  of  t h i s  l e t t e r ,  f i l e  i n  d~rp l i ca to  a b r i c f  of the  f a c t s ,  l a w ,  
and argument t h a t  c l e a r l y  Gets f o r t h  yotlr posi t ion.  I f  you dos i ra  an 
o r a l  d iscusoio~l  of  t h e  issua, please indica te  t h i s  i n  your p ro te s t .  The! 
enclosed Publicat ion 832 gives irtotructiona f o r  f i l i n g  2 pro te s t .  

If we do not  ))ear from you ~ i t i l i r r 3 0  dzys, this l e t t e r  w i l l  te our d 
t-lc;tc~r;.!ir;at.loii in the  mat tcr. v' " 
I C  you ; i ; , r te ;lit;. t:,or;n co:>clusions o r  do not ~ i s 5  t o  File a wr i t ten  
r~iute ; t ,  ~,lc;i:;r: : , i r r r l  and r e tu rn  Fom, Gold i n  t L r :  c2nclo3cd self-nddrt?ssc.i 
~~:;vclopc ;: -: sm;: A S  j ~ s ~ i b l c .  
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If you do not protest t h i s  proposed dotem,ination i n  a timely mannor, 
it w i l l  be conaidered by the Internal Revenue Service ,ls a failurn t o  
e h u s t  available adminlstrativo remedies. Section 7428(b) ( 2 )  of the 
Internal Revenue Code p m v i d ~ s  i n   pa^ that ,  " A  daclaratorjr judgment ot. 
decree under this section shall not be issued in  any pmcoeding unless 
the Tax Court, the Court o f  Claim, or tho district court o f  the United 
States for the Dis tr ic t  of Colmbia detenninac; tlmt the t,rganization 
involved has exhausted aclminietriitivo rarnedice available t o  it within 
the Internal Revenue % m i c e .  " 

* *  * *  ******   
n ia tr i c t  Director 
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